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the camp managers simply take the bien imto the doctors’ offices. 

together we get claims from 500 to 600 doctors every year, so obviously all 
the work isn't done by our own doctors. But it would be safe to say that the sub- 
stantial majority ise j \ 


If you are interested in the history of our connection with this insurance 
program, I can say that we were in this from the very beginning. But let's go back 
even farther. During World War TI, of course, the insurance for the Mexican National 
as well es the housing and feeding, and all the rest of it, were exclusively handled 
by the U.S. Govermment. This was an emergency program, and the U.S. Government 
thought it was vroper that it should bear the burden. In 1949, Public Law 78 was 
passed by the Congress, giving the State Department permission to negotiate with the 
Mexican government to arrive at an International Agreement under ‘zshich the bracero 
program could be revived. In the International Agreement, which was created as & 
result of these negotiations, on-the-job insurance was provided for from the very 
beginning. The standard work contract specified that the Mexicari-National was to 
yecei: the same on-the-job coverage as domeztic farm laborers in the area. In 
California, this meant they'd get Workmyn's Compensation, with ity standard guaran- 
tees. The agreement went on to say that if in an area there was 10 Workmen's Com- 
pensation, the bracero was to receive a minimm of $1,000 for loss of life; so much 
for loss of leg; so much for loss of eye; and so forth and so on. These were the 
provisions which went into effect in Texas, for example, which has 190 Workman's 
Compensation legislation. 


But in this initial Internstional Ayreement, nothing was ‘said aiout non- 
occupational illness or injury. Nothing was said about off-the-job insurance. Some 
of the growers were benevolent in this regard and would take it upon ‘themselves to 
see that their men received decent hospitalization and medical care 01 one sort or 
another, when they were sick. In most cases, however, it was up to tix men to get 
along as best they could. Many of them were going to the hospitals and sunning up 
heavy bills which they couldn't pay, and going heavily into debt. Frequutly all 
the hospitals and the doctors could do was to write off these debts. When the men 
returned to Mexico, it was almost impossible to keep tabs on them. Many of the men 
were going to the Mexicsn Consuls and tiying to get relief in this way. %t was a 
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Through the Consuls, the Mexican government got very interested, ver; perturbed. 
And it decided to do something about the situation. So in 1950, we were .pproached by 
the Consul General in this area end asked to draw uv a program of off~the-job illness 
and accident insurance. We drew up a plan. The plan was then sibmitted 1 the 


local. Consul to Mexico City, and the government of N:-xico replied, "This .s fines it's 


okaye Let's go ahead with it, so long as it is made voluntary." They insisted upon 
this; so what we did was to go out Tats the various camps, the labor association 
camps, with the Consul, and explain to the men what this was all atout; wimt they 
would be eligible for; the benefits that it would mean for them. And alsovwe made 
it very clear that a certain amount would be deducted from their wares ever; payday 
whether they were sick or not, Then the Consul would ask the men fcr a vote, In 
those areas where the majority of the men were willing to go along with the ‘lan, 
we would enter into a contract with the Association whereby the entire group was 
covered. We wrote our first policy in Blythe, in October of 1950. ‘le went ilong 
on this basis for some little time. By. and large, we were able to g:t most \f the 
Associationsinterested because it was clearly to their advantage to iave thi: thing 
systematized, and to have the men paying for it rather than the empliyer payJng for 
it or feeling guilty if he didn't pay for it. So, we were growing. 


But then the U.S. Employment, Service, a division of the U.S. Drpartment of 
bor, which is responsible for the International Agreement and meiitonance of the 
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out to us that the stedard contract 
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specified the deductions which were permitted. These included such things as board, 
but sald nothing about health insurance. So,taking a strict interpretation of the 

law, we were acting illegally, elthough everyone agreed we were doing a worthwhile 
thing. So, in the next modification of the standard work contracte~-and of course 

this is subject to modification every time the two governments renegotiate the 
International Agreenent~--in the next version of the contract, another paragraph 

was added and it reads as follows: "Paragraph G: For insurance premiums, when 
authorized by the Mexican Government, under an insurance plan covering noneoccupational 
injuries and diseases when such plan has been epproved by that Government." This 

was added in August, 1951, if I remember correctly. 


We continued, then, to go on under the voluntary agreement for another couple 
of years, until 1953. As I say, we were having no difficulty in getting the co- 
operation of the Associations. We had no difficulty whatever in getting the co~- 
operation of the Consuls, because our program was saving them a lot of headaches, 
too. Soy by 1953, every Association in the state, with the exception of one, which 
I will return to in a minute, had contracts with us. I might say we did not put 
the matter up to a vote with every new batch of new men who came in. That would 
become too cumbersome, since turnover is so rapid. With the agreement of the Consul 
General, we decided, once a group had voted to enter into the program, this camp 
was covered from that dime on. The men were told at. the border, El Centro, as they 
were coming into the country, whether or not they were going to camps which had 
deductiomsfor off-the~job health ingurances; and presumably, 7 someone objected 
violently to this they would not have to be sent up. But we had little trouble, 
little trouble at all. 


Now,as I said, by 1953, everybody but one Association was working with us. 
That hold-out was in the Imperial Valley, It was the Imperial Valley Growers! 
Association, which had objected to the plan from the start. They said, when the 
Mexican government p: posed in 1953 that the plan be made mandatory, they simply 
wouldn't go along; that the Mexican government couldn't do that. We tried to reason 
with them. We ssid to the manager of this particuler Association, "What do you do 
with your men when they are sick?" He snorted and said, "We are only 12 miles from 
the borders we just throw their asses back across the border. There are plenty 
more whe want to come here to work." That was his attituds. The Mexican Covernment 
went ahead with their plan and made the insurance compulsory. In the late summer of 
1953, in July, they told the manager of this Association, "You either get health 
insurance for these men or you don't get any more braceros." What this guy did was 
to try to make a test case of it. He went to his Congressman. He had a great deal 
of influence with his Congressmen. He was able to get a few braceros contracted 
unilaterally in August or September, 1953, That 1s, there was a Contract between 
the grower and worker with the approval of the U.S. Government but not of the 
Mexican Goverrment. He brought in a few men this way, but it aroused such a storm, 
he was forced to back down, and from that time on everybody has been covered. 


In 1954, January, I think it was, when the International Agreement was up for 
renegotiation between the two governments, the Mexican Government h®ld out for a 
clause stating that they reserved the right to provide health insurance~--.off-the«-!ob 
health insurance and death benefits---through their own agencies. Now, this threw 
things into a turmoil. The whole program was held up until Merch of that year, when 
finally the two governments were able to agree on the wording. As an outcome of all 
this, the Mexican Covernment sent up a fact-finding team that went over the whole 
country examining the various pians that were provided. It was thought that they 
would learn how this could best be done, and that their own Social Security agencies 
could be the vehicle for providing the insurance, which would be standardized 
throughout the country. They concluded, ater thie extensive survey, that our own 
carrier, Continental Casualty Company, wae doing the best job of any in the country, 
and that they couldn't provide the same sort of services as reasonably as Continental 
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was doing. However, they did still feel they could and should provide burial benefite, 
since the men's bodies were being shipped back to Nexice for the most part anyway. 
What the Mexican Government did wag to send out letters to every major insurance 
company in the comtry stating the specifications they were going to require for their 
offetheejob insurance contracts, and asking for bids. 


Well, I went down to Mexico City to negotiate a contract with the Mexican Govern- 
mente A number of other insurance men were also there. This whole matter was highly 
cometitive. After knocking ourselves owt, and I say that almost literally, we came 


up with @ master contract which the Instituto Hexicano dei Se Sociaie-the Social 
Security Agency for Nexico--thought. tee the best that bel tees eteitted, They 
accepted it as stendard for the entire country, the entire United States. I have 

the letter here, as a matter of fact, from the Chief of the Institutoe-Dr., Manuel 
Moreno Islas, He enjoys cabinet rank in the Mexican Government. This letter is 
dated January 18, 1955, and in it he assures me that PaneAmerican Underwriters has 
been chosen to direct the offetheejob health insurance program for the entire country. 
He tells me that he is writing to the U.S. Department of Labor to this effect, and 
that I am to proceed and line up our insurance carrlers.* 


Naturally, this made us very happy. I got very busy, and went eround all over 
the country, lining up the carriera in the East, Midwest, South, and so forth and so 
on. We wanted to give other companies besidea Continental Casvalty a chante. I 
didn't want there to be any complaints that there was a monopoly on here. Well, . 
we got all set to roll. The letter had stated that March 1 was the kick-off i 
date for this country-wide program. On February 28, the day before was all to 
go into effect, I went back to Washington, D.C. I met there with representatives 
the Mexican Government and we were on our way to the Federal Office Building to 
arrive et final arrangements with representatives of the U.S. Department of Labor. 


I will never forget the ride we had in the taxi, In addition to a representae 
tive of the Institute del Se Social, there was a Mr. Olivera, who was introduced 
im as a ™ ° found out he was actually the president of 

La Nacionsl, the largest insurance company in Mexico. Mr. Olivera said to me, "I 
don"t think we will be able to start tomorrow after all. I think maybe we better 
point toward April 1." 


"Why?" I said. "We have all the machinery set up. What's the trouble?” Well, 
for one thing, I found that the letter to the Secretary of Labor which was supposed 
to have been sent out with the one sent to me had, in fact, never been sent. . 


I will now give you some idea of why. This fellow, Olivera, said to me, 
"Firet of all, instead of sending 40¢ Per month, per man, to the Instituto del 
Segure Social, you mist send 60¢." You should understand that the agreement we 
far GAGUETIRGE tu Matteo City wan that $i o neath vere $9 be ehouad eff fran the 
‘men's wages, of which $3.60 were to go to us for medical care and hospitalization. 
We were to send 0¢ down to Mexico to provide for death benefits and for burial and 
for a few other things. For example, in cases of pre-existing conditions~chronic 
conditions, cancer, tuberculogis, let us say--that were discovered here,aand in 
which the man has to have long term care, the arrangement was that we were to send 
the man down to the Instituto del Social, which would provide long-term care 
as needed. We had we was an lad agreement that hO¢ was to go for 
these services. Now, he said we must send 60¢. 


* A translated copy of this letter is attached, 
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Furthermore, he said, "You will provide the burial services; and you will pro- 
vide the long term hospital care; not the Instituto del Seguro Social." 


I said, "How can that be? You just said you want us to send 60¢ per month per 
man, What is going to be done with the money?" 


He just shrugged and said, "Call it acquisition costs. Call it whatever you 
will. But this is what we demand." 


"Well," I said, "we have figured our costs very closely here, and this is an 
impossibility. We can't provide your requirements on $3.0 per month." 


He replied to that, "I don't believe you have really gotten in touch with all 
the big insurance companies to see what they could do it for." 


This really burned me, because I had done a lot of leg work. But I sat dow 
and wrote letters to the ten largest writers of health and accident insurance in the 
country and I told them in detail the sort of benefits they would be asked to provide, 
and I asked them to give me a bid. Some of them didn't even bother to reply. The 
majority of them replied, but declined to bidsfor various reasons. We got only two 
bids. One was for $5.25 per man, per month; and the other was for $6.50 per man, 
per month. Both of these were with the proviso that they be allowed to exclude 
things we were willing to include, such ag drugs, transportation back to Mexico for 
men who had Long term illness, and so forth. In other words, not one of them could 
come close to matching the bid of Continental Casualty. WellsI had done all I 
could and so I got back in touch with the people in Mexico, but they wouldn't budge. 
Neither would I, neither would my company. So, ever since, we have been going along 
with the status quo. That is to say, in each area, the Mexican Consul-Ceneral 
arranges with one or more insurance companies to provide the off-the-job insurance. 
There is no standard coverage; there is no standard premium; no standard policy. 


We have been asked from time to time to go in and bail them out in areas such 
as Texas where there are something like 30 smell companies handling the insurance 
for bracercs. They are not doing a good job there. They aren't giving the benefits 
we are. bub even so they are loging money. They are losing their shirts. By and 
large, the only people that are willing to touch it in Texas are fly-by-night outfits. 
Se we get feclers to go into Texas and elsewhere. But I am not about to go in there. 
I am not about to go anywhere new, because of this experience, where it was proven 
that a Mexican buginess man, a competitor of ours, actually is able to override a 
decision of a man with cabinet rank, an official of the Mexican Government. We don't 
want to do business on this basis, We can’t, 


Let me say one thing about our negotiations with the Mexican officials down in 
Mexico City. I have been dow there mary times and when I got back in early 1955, 
or late 195), at the time we were negotiating with the Government as I told you, 
everybody was amazed that I was able to arrive at this agreement without even a hint 
of mordida. People couldn't believe it, but it was true. I told them I was willing 
to swear on amy stack of Bibles that they might care to bring around, that all our 
dealings had been entirely businesslike and there had had to be none of the things 
that I had been warned,before I went down there,might be necessary. 


You ask what the relationship is between Pan-American Underwriters and the 
Continental Casualty Company. It is the distinction between an insurance broker ani 
an insurance agent. The latter, the insurance agent or carrier, is ea seller of 
insurance. He goes to the client. The insurance broker, is in effect, a buyer of 
ingurance sexviceson behalf of a client and our client is the Mexican government. 
Another function of the underwriter is to get data and facts about the risks that 
will be involved; and to draw up in great detail the kind of coverage that is desired 
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by the client. Then he goes out and tries to find a seller whe is interested in 
selling on this basis. This is what we have done. We have found that Continental 
Casualty Company consistently makes bids that others can't touch. So, we have 
worked closely with them since our association with the program, 


You ask on what basis we made our original estimates of how much utilization 
there would be, how much should be charged, and so forth. Well, this was determined 
for us by the Consul who originally contacted us. He said that in his opinion all 
the men could afford was 10¢ per day. So we were working with this fixed figure. 
What we did was go out to find the maximum of benefits that we could get for this 
amount of money. Since then, by the way, premiums have gone up to 13¢ per day. 


Since we initially became associated with this program, we've also gone into 
on~theejob insurance, in which conditions are also fixed. That is, the benefits are 
specified by state law. There is to be no deviation from them. We have been able 
to enter successfully into this field, since there are obviously great efficiencies 
in our system. We already have dispensaries and doctors set up in many of the camps. 
It is rather simple to include on-the-job as well as off-the-job. This is what we 
call 2) hour coverage; we are providing it in many cases, although each Association 
is perfectly free to go with any Workmen's Compensation carrier it chooses. 


Have we had any major heedaches? I would say that doctor abuse is one. In 
fact, I will say this has been our number one headache as it has of everyone in 
his field. If you give me honest doctors, and a broad population base, I will give 
you comprehensive coverage like that we are giving the Nexican Nationals, for $2 a 
month. I can write comprehensive insurance for everybody in California for that 
amount, given those conditions, 


Let me give you an example of a glaring case of doctor abuse that we had just 
last fall. Last August, I believe it was. In one of the citrus associations, 
our doctor—-our regular doctor-~had to leave the area, and while he was away, some 
other doctors in the area got their hooks into one poor fellow. They didn't let go 
of him until he was dead. He had some ailment which was difficult to diagnose. 
They jumped right in. They gave this guy six different operations, for everything 
you can imagine. These operations were performed by five different doctors. ‘The 
total claims involved were $8,600. And, es I say, this fellow died in spite of all 
thise An autopsy was performed and it was found that he had died of a duodenal 
ulcer, which, interestingly enough, was one of the few conditions they hadn't 
operated for. Did we pay? Hell, tol We had no intention of paying. In fact, we 
intended to take the matter into court. We wanted to have a trial to let people 
know what was going on in the way of doctor collusion, fee splitting ummecessary 
surgery, and so forth. Well, we didn't actually go through with it. But, in any 
case we certainly didn't pay those claims. This is the sort of thing that has gone 
on and still goes on to some extent, 


Do we have a medical doctor checking over the claims that come in--checking 
for abuses? No, at jnesemt we don't. We did have until recently, but we found out 
that the man who was checking for abuses was the number one abuser. He was a doctor 
who operated a drugstore and a clinic, What he was doing was asking that we buy ali 
our drugs from him, and have all our clinic work and surgery done by him. And much 
of it, we found out, was unnecessarye So, we gave up the attempt to have an M.D. 
processing these claims. We now check them ourselves. though we aren't MeD.'s, 
we know pretty well. whet is going on, from long experience. 


They sometimes say to us that naturally we are able to give wider coverage for 
little cost, because we are dealing with a highly selected group. IJ am not at all 
sure this is the case. I'm not at all sure how mch the screening at the border 
helps. There are two screenings, you knew. One in Mexico, and one on the U.S. side 
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of the border. But they are grossly inadequate. 


One of our doctors in Ventura was interested in this. Entirely on his own, 
he did some studies in the camp he was responsible for, and on the basis of his 
studies, he estimated that 20% of the men were coming in with venereal disease and 
10% were coming in with malaria, This will give you an idea of how good the screen- 
ing is, 


Then, there was another doctor in Azusa who came in to us and said, "Now,look 
here; you are being taken. What you need is a more careful screening at the El 
Centro Reception Center." He offered to go down and to help out in the lines down 
there, where there were two doctors and 2,000 men or more going through every day. 
You can imagine what kind of exams they're giving. 


So we said, "Fine. We'll pay you. It isn't going to cost the government 
anything. We are going to help the government out." We made the offer to the U.S. 
Public Health Service which is in charge of the screening at El Centro. They said, 
"No, you can't do it." We said, "Why not?" They said, "We can't have private enter- 
prise slongside of goverrmment enterprise." 


Well, as the next best thing, this doctor in Azgusa said, "Well, all right. Let 
us just see what is coming through the screening down there." So he gave physical 
examinations to a sample of braceros on his ow, just because he was interested. We 
paid for the laboratory tests, which cost us $500, He gave thorough physical exami. 
nations to two bus loads of men who were coming into the San Gabriel Valley Labor 
Association camp at Irwindale. There were 69 men, who were examined the minute they 
stepped off the bus. They had no chance to pick up any bugs. They were in the same 
condition as they were when they passed through the lines at El Centro and certified 
as "healthy." Eighteen of these men had major physical defects. 


You ask if the men who are coming now are on the whole any healthier than when 
we began writing insurance in this field back in 1950 and 1951. I can't make a 
statement on that. Sometimes you will go into a camp and they will be bursting with 
good health, in the pink of health. Other times you will find a bunch who are pretty 
sad specimens. I can't account for the aif -brences. 


Has. there been any change in the rate of our utilization? The answer to that 
is "Yes, definitely." Every year has seen the utilization rates going up and they 
are sil] going up. The men are growing more and more acquainted with the program, 
more accustomed to taking advantage of it. So utilization has continually gone up. 


You ask what kind of coverage these smaller companies, in Texas, for example, 
give. The standerd--I am no authority on thige-I would say, is a $500 blanket for 
medical expenses, and that's ite Now, here on this sheet, you will find the history 
of our policies from the first of October, 1950, until June, 1956. More change is 
in store, by the way. I will let you know what we decide as soon as it is official, 
You will see at the beginning our total theoretical benefits for one man were $2,87h, 
and we have increased these steadily until at the present time the total benefits—- 
these are theoretical,of course=--are $b 035 per man. You will also note that we 
have gradually cut down on our exclusions until at the present time only airplane 
accidents and on-the-job accidents and diseases are excluded.* 


We cover all the men who come through the El Centro center, and that means that 
we have all of California, Oregon, Washington, Idaho, Montana; we have the Yuma area 


ns 


*% A copy of the document referred to is attached. 
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in Arizona, But the men going into Colorado, for example, go through different 
reception centers. 


The Mexican Government still reserves the right to go into the business itself. 
We can be cut off at any time. But the fact of the matter is that the Mexican 
government knows that it can’t do the kind of work we are doing as well as we are 
doing and as cheaply as we're doing. There is no doubt at all, that many people 
dew there would like to be cut into this ple, but the officials who are responsible 
know that the repercussions would simply be too great if they were to take such a 
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It was seriously proposed last year that the Mexican Government take over and 
follow the general outline of the coverage we're giving, and charge for this 5% of 
the men's paye Well, now, in many cases the men are earning $100 a week in California. 
Five percent of thie would be $5 a week. We are giving coverage for $l a month. 
Well, obviously, somebody would get rich from this arrangement, but it hever got off 
the ground, simply because it was so flagrant, You see, any such change is subject 
to review by the U.S. governmént alzo, and obviously they weren't about to approve 
anything like this. 
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